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Recovery in the Railway Equipment Manu-
facturing Industry

By Herinin Lawket, Divldon of Econoends Rossarela

LUOTUATIONS in the volume of astivity in the

riilway equipment industey have been wide during
the post-wor period. TUnliks the situation in most
other industries, the penk output was reached within &
fow yeors after the termination of the war, The value
of product of the stearm railway equipment manufac-
turing industry {exclusive of the volume of output of
railrond roprir shops} wae halved betwesn 1923 aud
1927, and only & moderate incrense waes revanled by the
1923 consvs.  With the onset of the depression and the
decline in reilrond @affic and revenues, the heavy fived
charges of the earriers became axceedingly burdensone
and the volume of new aquipment business fell pre-
cipitously until in 1832 and 1933 the amount of ineom-
ing orders was exceedingly small {see fig. 1). The
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decline in equipment mapufacturing sperntions batween
182% and 1933 was not quite so grent, reletively, as the
decline in new business becouse of the time element
invalved in producing units of such size, Nevartheleas,
the value of product of the industry in 1933, as reported
by the Census of Manufactures, was only about one-
eighth of tha 1929 total.

During 1934 nnd 1935 there wos some recovery in
manufecturing operations, based largely on Federal
sid extended in 1534. In 1836, however, and s0 far
during 1037, the gredual improvement in fingncial
regults of rallway opernsions hns heen reflected in o rapid
rise in the relume ofequipment business and in thacxtent
of manufecturing aperations, The current velume

of unfilled orders bLeld by equipment manufacturers
compares favorably with the volume oo hand in 1929.
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Infloence of Operating Besults of Railenads.

While a variety of fnctors have contributed to the
rapid rise in equipment purchasing during the past 2
yonrs, it ia evident thai the predominant influenee hee
boen the ability of the carrists to finance necessary
equipmant purchessa from operating revenues or from
borrewinge. It is apparent from figurs 2 that subse-
quent to the immediate post-wor period, when the
railronde received a large amovnt of nonoperating
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revenues which was av important fnctor in the rehabili-
tation of the properties alier war-time operation, thera
has bean 4 fzirly close relationship between net opernt-
ing income ond expenditures for the meaintenance of
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equipment. Following the increase in opernbing in-
come ia 1933, the decline in expenditures for equipment
muintenance came to oo end, slthough as & result of the
Enilure of opernting intome to Increqass 1o any sppreciakle
extent in 1934 and 1935, the expansion in maintenance
of equipmant expenditures was elow. In 1930, when
the rise in nat reilway operating income of $168,000,000
whas accompnnied by the realizotion of & profit of sbout
the same size—ths firsi profit of any size for the carriers
as & group since 1931—expenditures for this purpose
rose rapidly and they have continued to move Ligher
so far in 1987,

Nead For New Equipment.

Deferment of expenditures for new equipment during
the depresston crested o considersble replacement
demond which will have to be met if tha earriers nre
to handie the ipcrensing volume of troffic ezonomieally
and expaditionsly, nlthough, ns in other industries, the
depraszion served to produse seonomies which represent.
permanent rains.
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Retiremants of losomolives, freight cars, and passen-
gor ecavs excesded instalintions prior {o the depression
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yours, but the extent of the disportty was greatly in-
erensad subsequent to 1930, 08 moy be seent from figare
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4, The decline in the number of pieces of equipment
hins been partially offset by the greater power of modern
lecomotives ond the larger capacity of the newer
Iraight cara, but the totsl fncilities of the reilronds have
nevertheless been reduced (table 2). From 1326 to
1956, despite an increase In tractive effort of the averago
locomotive, toisl available tractive power on the class
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I railways fell 17 percent as the resolt of 2 29 percent
decline in the number of locomotives, Dwring the
seme period, & 25 percent decline in the number of
freight cnrs reduced the total capacity 19 percent,
the difference being accounted for by the incresss in
the averaze capncity per car.  'The pressing into service
of stored locomotives in 1935 and 1536, coupled with o

net reduction in fhe number on the lines, moterially
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reduced the nvailable reserve of locomotives, either
servicesble or awniting repairs (figure 3).

A dactor of major significnnce with regard to the
needs for equipment ia the ngze of the units, since the
question of comperative efficiency limita the extent
to which cars now over 20 yesrs of nge can be rebuilt,
while the opportunity of conversion fo usefulness of
tars over 26 years old is much less.  As of Jananry 1,
1937, over 20 percemt of the cars on closs I roads had
passed 35 vesvs of age, 28 percent were in the group
frome 21 bo 25 years, and almost 12 percent of the present
squipment will mova ints the labter group dunng the
noxk § yons, :
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Blectrificotton of xdditional trackege—notably in the
enstoarn torritory—resuliad in o record totnl of electricn]
locornotive shipments in the year 19356. Throughout
the depression the volume of clectrical locomotive
buziness was maintained at & much higher comparative
level than was the business of ztesm locomotive mant-
foeturers. In 1035 the ratic of elesivie to steam loco-
meotive shipments wias 3 t0 1, roported shipments of
steam locomotives in that yesr Dumbering only 33,
The manufactura of electricnl logomotives js not in-
cluded in the manufsoturing statisties given in table 1,
beenusa such notivities ara included by thes Bureay of
the Clansirg in the eleciricnl equipment manufaeturing
indusiry. TFrom tahle 2, it will be seen that the num-
ber of eleckric locomotives on class I milroad lines has
incrensed every year but ono since 1924. The only
posi-war years in which the number in use decreased
wera 1924 nnd 1936,

Redoction in Surplus Fraight Cars,

With the increase in traffic during recent yours, the
number of surpluz freight care hes been reduced gradu-
ally from & depression penk of mors then three-quarters
of & nullion cars to a totnl of 147,207 et the end of May.
‘The oumber of cors in bad order hins alse boen reducod,
vnd in the fall of 1034, whan minor difficuléies were
reporied with respeot to the availability of eertain Eypes
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of cars, the class I reads had 241,572 cars undergoing or
nwaitine ropairs, In the following months this number
waa reduced so thoat by May 1, 1987, tho oumber await-
ing or undergeing repairs wes 185480, glthough wn
excess of retirements over instatlndions during this latter
period brought a net increase in serviceable onrs of only
alightly more than 22,004, & gain of lass than 2 pereent,

Loodings of freight so far during 1937 have besn
alnost 15 percant in exesss of the comparable period of
1938, and should this rots of gein continve into the fall
months the minor difficulties with respect to car supply
reported lnst {oll mny ogain be oncoundered. Any sub-
stontinl gecclerntion n the perceniage of gnin in
volume of - traffic might result in auch diffioulties
becoming more pronounced, despite the wvoluma of
pew equipment which has bosn placed in service in
the past yoar and 4 half, and the amount of equipmant
now on order whish will be availnbls for handling busi-
neass this fall.

New Ordera in Ficst Half of 1937 Up Sharply. )

The extent of new business placed by railrond car
operators (including both the raiflrodds and private
orgonizntions, such as the refrigerstor, petroleym, chem-
ical compponics, ete.) during the period from 1921 to
1936 is shown in figure 1. Tt may ba noted that the
number of fraight cars orderad in 1836 was less than
one-fifth below the 5-vear average, 1925-28, but the
number of passanger ¢ors ordered was only sbout 15
porcent and Josomotive ordars were only a little mode
than half of the 5-year pveraga.

During the firet hall of 1937 there has bosn a further
large incresse in the number of piecea of equipment
pleced on order. The number of passanger cars or-
dered in tha first 5 months of the yeor excesded the
totol for the full year 1936, Aa zeported by the Rail-
way Ape, orders Sor freighi cars numbered 44,562,
compnarad with the total lor 193G of 67,544 ; locomotive
orders reported wore 200, sa pgainst the 633 reportad
for the yoor 1036,
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Figuie famlinfilled Orders of Equipmant Manulfoctarers.  (Dabs on 1oet-
naothres are reparied by ohe Bureau of ths Corwiss divd éoyer all piir-
ubinsary; Atk on Ttokift chre are raparted by the Assoclation of Amarican
hﬂm:dlndmlr orderaof COnse ] Roads, sxelusive of ondars bi pallasd

Data on unfilled orders for freight cars presented in
figurs § are not complete, sines only the unfilled orders

of the equipment monulocturers which are destined for
shipment to the class I raillronds nre included. Never-


http://10.fi

Fuoly 1937

thelesa, the graph portrays the wide fluctuations in the
business nnd the extent to which the backlog of orders
in the bands of equipment menulasiuters hos incrensed
gince 1935,

Unfillod orders for freight cars as defined sbove
reached a new high in April, for the period subsequent to
11424, and the average lavel for the firat 4 months of this
year was higher than that for sny corresponding peri
ginca 1986. Unfilled locomotive ordecs reported b
manufnciurers for March 1937 éxeeeded the total f
ohy month zines May 1930, but declined during the 2
months following as shipments exeeoded new ordera
placed,

Emplcyment and Pay-Reoll Data Reflect Trend.

In. view of the incomplets data on meanufrcturing
operativns and the fact that shipment dade are not o

sntisfactory measure of output beeause of the rolntivnﬁ if:

Iong period of prodaction per unit, especially in the e

of lecomatives, the most satisfnctory measure of th
trend of nctual operations is provided by tha employ.
ment data compiled by the Burasu of Labor Statisties
It shonld perbaps be noted that there has been som

'gxpopsion in the secondary producta of the indusiry

during the depresgion, In 1029, for exampls, the wlue
of produets not normally belonging to the indnatry, as
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in table 1, whorens in 1935 it made up nearly 14 percent
of tha total. g 0 ;
. The Bureau of Lahor Statisiics’ ribiitkly date revenl
{ that employment and pay rolls for the compnnies
included in the car-building mroup were eut in half
betwesn 1923 and 1928, ond in 1933, the low year of
the depression, employment averaged only about one-
third of the 1923 sverage and poy rolls were less than
one-fourth as large, Bome improvement was recorded
in 1984, with ouly » moderate shift in 1933, In the
following year, thers was & moerked rise which was
pecelerated during tha fivat half of 1937, In May the

| index of employment, which had dropped as low a2 18.8

(102225104 in 1033, stcod ot 78.9; tha pay-roll
lindex had advaneed even more rapidly—from e low
t{of 8.2 to 90.5.

In the steam locomotive  mopufacturing indostry
the fluctuntions in smployment and pay rolls have bean
aven mora pronotinesd, From s peak of 168 in 1923
the payroll index dropped irreguiscly to 52 in 1934
and then fell precipitously to & low of 8 in 1933, Ewm-
ployment followed o similar pattern, slthouph it did
oot drop guite o low in 1933. By May 1937, em-
ployment hed recovered to approximetely the 1920
laval, although the pay-roll totols still were lower than

reported by tha Bureau of the Clanens, rapresented leas | the average Tor thot year,
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than 4 percent of tho total voalue of product s shﬂ;wn)




